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KEY ECONOMIC INDICATORS 
Exchange rates; 


All values in million U.S. $ 


a % change 
ITEM 1974 1975? 75/74 1976° 


INCOME, PRODUCTION, EMPLOYMENT 


GNP (Current Prices) 6892 
GNP (1960 Prices) 4127 
Per Capita GNP (Current Prices in US $) 390 
Fixed Investments (Current Prices) 1112 
Value Construction Authorizations 296 
Value Agricultural Production (1960 Prices) 1020 
Electricity Consumption (Bil, Kwh) 251 
Value Phosphate Exports 700 
Industrial Production (1958 = 100) 223.5 


e 


MONEY AND PRICES 


Demand Deposits/Currency/Near Money 2898 
Public Debt - Domestic 800 
Public Debt - Foreign 1250 
Debt Service - Total NLA, 
Debt Service Ratios: 
a) Debt Service/Total Exports 9, 0° 
b) Debt Service/Total Debt 875° 
Budget Receipts 2555 
Budget Expenditures 26 04 
Of which: Investment Budget 815 
Average Consumer Price (Whole country) 131.6 
(May 1972/1973 = 100) 


BALANCE OF PAYMENTS 


Net Gold/Exchange Reserves at year-end NLA, 

Balance of Payments (Balance on Long-term Near 
and Current Accounts) Zero + Balance 

Balance of Trade (year-end) -95.1 

Exports F,0,B, 1584 
U.S. Share (7%) 09 

Imports C,I,F, 2515 
U.S. Share (%) 12 


MAIN IMPORTS FROM U.S, — 1975 


Wheat; Corn; Soya; Tallow; Aircraft; Machinery and Equipment; Trucks; Locomotives 


r = revised Pp = provisional e = estimates 





SUMMARY 


Though spared the worst effects of the world recession until catching 
the sniffles last July, the Moroccan economy had by year-end developed 
a moderate but identifiable case of the grippe, Nineteen seventy 

five nevertheless ended with real growth of 1-3 per cent and inflation 
down to an annual rate of 11-12 per cent: nothing to be ashamed of 

in a year when much of the world experienced negative growth, 


Phosphate sales were off by 30 per cent and citrus exports fell by 
the predicted 20 per cent. Remittances and tourist receipts held 

up however, And contrary to expectations, the balance of payments, 
as a result of large external borrowing, is reported to have emerged 
on the positive side of near balance, 


The outlook for 1976 is hopeful--more so by reason of a boldly 
expansionary central government budget announced by the Finance 
Minister on December 29, While operating outlays have been cut a 
modest four per cent due to reduced consumer subsidies (resulting 
in part from falling world food prices and in part from higher 
domestic charges for fuel and bread), the investment budget is up 
fully 57 per cent, At this level, public investment in 1976 will, 
if all objectives are attained, represent 52 per cent of total 
central government outlays, This will require external financing 
amounting to $1,4 billion--almost 20 per cent of projected 1976 
GNP--an amount which will stretch Finance Ministry ingenuity to its 
maximum, 


Borrowing intentions are predicated on four assumptions: continued 
world economic recovery; an improved crop year domestically; at 
least moderate restoration of demand for phosphates; and continued 
political stability, These are optimistic but not unreasonable 
expectations, and heavy public borrowing--intended to keep the 
economy moving through the current malaise, as well as to hasten 

an already-sensed turnaround in private sector investment--appears 
justified to bridge the development gap, 


The public expenditure program offers attractive prospects for sales 
of U.S, machinery and equipment; U,S, bank cooperation in placement 
of GOM bonds; and participation by U.S, engineering and construction 
firms in major public works projects, Investment opportunities in 
food processing and tourism remain interesting, And Morocco's 
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eligibility for access to U,S, markets under the GSP program 
announced January 1, 1976 (for 2743 tariff-free items) plus the 
just-initialled EC/Moroccan agreement on trade and cooperation 
providing duty-free access for exports of all Moroccan industrial 
goods to the EC-9, present special opportunities for U.S, firms 
interested in manufacturing for export, 


CURRENT ECONOMIC SITUATION AND TRENDS 


Second-Half 1975 Performance and Current Posture 


At the time the August 1975 Trends Report for Morocco was being 
drafted, it was reported that the economy had finally caught the 
sniffles from the world recession, By the end of the year the 
country was experiencing an identifiable though moderate case of 
the grippe, As Morocco entered 1976, the Minister of Finance was 
prescribing a bold, expansionary public investment budget as the 
appropriate medicine to maintain forward motion in production and 
employment and to bolster private sector confidence, 


The 1975 economic outturn was in some ways less favorable than 
even this Embassy's pessimism regarding near-term demand for 
phosphates, Instead of the predicted 20 per cent fall, phosphate 
shipments were off 30 per cent at year end, Worker remittances 
(the second largest foreign income earner) were levelling off-- 
though a modest rise (to 2,1 billion DH) was registered, Tourism 
after a worrisome setback during the "Green March", seems to have 
shown a good recovery in December as the curious flocked to see 
the site of the Twentieth Century's best publicized example of 
Volkswanderung, Citrus exports fell by the predicted 20 per cent, 


On the domestic side, the situation was more promising, In his 
year-end message the Finance Minister reported 1975 inflation to 
have been 8 per cent and real growth over 5 per cent, Government 
technicians concede however that the cost-of-living index is out 
of date and does not reflect current purchasing patterns, 
Knowledgeable analysts are of the opinion that a more realistic 
figure for the impact of inflation on actual market baskets would 
be in the 11-12 per cent range--still a considerable improvement 
over the 16 per cent 1974 level, Revised data are likely to show 
that real growth, after adjustment, was of the order of 1-3 per 
cent: even this being an accomplishment in a year during which 
much of the world registered negative growth, Private sector 
investment, after several months of attentisme, is showing signs 
of recovery with some important new investments underway, 


Looking at the 1975 balance of payments, an overall shortfall of 
about $170 million appeared certain as year-end approached, In 
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his year-end budget message, however, the Finance Minister surprisingly 
announced a near-balance on the positive side, Of course, with a 
quasi-managed exchange rate in which the dirham fluctuated between 
$1 = DH 3.74 and $1 = DH 4,24 during the year, the liquidity balance 
no longer has the same meaning it once did, And public investment 
targets were not fully attained; so that foreign exchange outlays 
were somewhat below projected levels, The balance on trade and 
services was, however, in deep deficit (3,9 billion DH, though the 
current account looked somewhat better), Analysts outside the 
government were thus left wondering where funding was found to 
offset the anticipated drawdown in reserves, It is probable that 

at least part of the answer may be found in year-end trade leads 

and lags as well as accelerated receipts from some Arab country 
lenders, 


While Morocco has thus not been immune from the economic contagions 
from which the rest of the world has been suffering, its health has 
been less affected than most, and improved performance can be 
anticipated in 1976, 


Outlook for 1976 


The Government of Morocco has announced a boldly expansionary 
fiscal package for 1976, While no new taxes are to be levied 
(indeed, moderate cuts from the lowest income group have been 
announced), the 1976 investment budget will represent 52 per cent 
of the total budget (up from 25 per cent in 1974 and 32 per cent 
in 1975), This constitutes a notable rise of 57 per cent from 
1975 targets, Projections of this amplitude were made possible 
by a reduction by half of the funds budgetted for the country's 
very large subsidies program combined with an ambitious foreign 
borrowing program, The cut in the subsidies budget was facilitated 
by falling world sugar and grain prices, though higher domestic 
charges for bread and fuel were a necessary part of the package, 


Almost 20 per cent (or about $1,4 billion) of estimated 1976 GNP 

of $7.8 billion will have to be financed externally, Even after 
Morocco's first major placement of $200 million on the world 
capital market last year (only about half of which had been drawn 
by year end), the country's debt/service position remains favorable, 
Important opportunities for U.S, banks thus exist with respect to 
the Euro-placement and other borrowings still to be arranged, The 
resulting strong public sector investment program will also provide 
attractive supply and contracting possibilities for quick-acting 
U.S, firms, Application to draw $34 million from Morocco's "gold 
tranche" was submitted to the IMF in early January; a $30 million 
CCC credit and a $15 million PL-480 Title I loan have been 

approved by the United States; arrangements for the annual French 
credit are advanced; the new agreement with the EC concluded on 
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January 8 provides for grants and loans of approximately $30 million 
per year for each of the next five years; and a major Euro-market 
placement is anticipated before mid-year, 


Acquisition of the Saharan phosphates and consequent strengthening 

of the country's dominant position in world phosphate rock production 
improves 1976 marketing prospects, whether or not the Bou Craa mine 
returns to early production, Phosphate prices remain soft, But 
well-informed specialists expect a firming in demand possibly as 
early as this spring, making further foreign borrowing to bridge 

the financing gap a sensible strategy. 


The agricultural outlook remains problematic with recent rainfall 
still only fifty per cent of normal, But the pattern of precipitation 
is better than last years and December rains did arrive on schedule, 
There is thus reason to hope for some improvement on last year's 

poor agricultural performance, This, too, would ease projected 
borrowing needs, 


Finally, continued world economic recovery should promote tourism 
and return worker remittances to trend--two other vital sub-accounts 
in Morocco's balance of payments, 


Domestically, the Government's assumptions that inflation will 
continue to attenuate and private sector investment assume more 
of the expansion burden, are not unreasonable, Real growth in 
the 5 per cent range is therefore possible, with inflation easing 
to perhaps the 8 per cent level, Nominal GNP should rise to 

DH 32,3 billion by year end, 


The official budget estimates 1976 phosphate revenues at DH 3 
billion, compared to DH 2,5 billion in 1975, Price and production 
assumptions have not been published, but one arrives at about this 
figure by projecting a 1976 price averaging $46/MT against a 
production level of 16,5 million MT, This would reflect a recovery 
of 25 per cent from 1975 output (a fairly optimistic demand 
projection, but still well below 1974 production of 19,3 million 
MT). 


On the not unrealistic assumptions of continued world recovery, 
improved crop yields, rising demand for phosphates, and no 
worsening in current regional tensions impairing access to world 
capital markets, the outlook for 1976 appears on the whole 
encouraging, Should any of these assumptions prove wrong, some 
reassessment would of course be required, 
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IMPLICATIONS FOR THE UNITED STATES 


Examination of the statistical table on Page 2 will show that 
because of exchange rate valuation adjustments and cyclical 
considerations, Moroccan imports from the U.S,, while up in real 
terms by DH 246 million in 1974 (a fifty per cent increase), fell 
percentage-wise from nearly 11 per cent of total imports to about 
9 per cent, The U.S, was thus a year ago displaced by a decimal 
point or two as Morocco's second largest supplier (after France) 
by the Federal Republic of Germany, While 1975 figures are not 
final, last year's exceptionally large U.S. grain sales and the 
success Of American firms in selling railroad equipment, aircraft, 
and materiel for various public works projects makes it all but 
certain that the U.S, position in Morocco improved during 1975 in 
both absolute and percentage terms, 


Specific Opportunities for American Business 


The Embassy's October 1974 Trends Report focussed on Investment 
Opportunities under the revised Investment Code, 


In April 1975, the Report explored opportunities in food processing, 
light manufacture for export, and tourism, 


The August 1975 Trends Report listed a number of attractive trade 
and public works opportunities arising from the mid-term revisions 
of the current five year development plan, 


These assessments remain current, 


With the announcement on January 8 of the new long-term Morocco-EC 
agreement permitting duty free exports to the EC of all industrial 
products in unlimited quantities (as long as at least 75 per cent 
of their incorporated value is of EC or Moroccan origin) 
opportunities have been extended for manufacturing in Morocco for 
export, French industrialists have been quick to take advantage 
by investing in the auto parts industry, 


Some of the more important projects to be financed, at least in 
part, by the 1976 Central Government Budget and in which the U.S, 
business community can hope to participate are: 


-- The steel complex near Nador on the Mediterranean; 


-- Extension of the SAMIR oil refinery at Mohammedia; 


-- Construction of several new sugar plants--four plants 
projected for the near future and two others planned 
for 1979-1980; 
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Erection of several new cement plants (cement remaining 
in critically short supply in Morocco); 


Construction of five new dams; 


Emplacement of a number of irrigation schemes (amounting 
to 43,000 hectares/year); 


Creation of two small fishing ports and the improvement 
of existing facilities at the ports of Casablanca, Safi, 
and Agadir; 


Construction of the large port of Jorf Lasfar together 
with a petro-chemicals complex and related infrastructure; 


Erection of numerous educational institutions; 


Construction and outfitting of several regional automatic 
telephone exchanges, 


U.S. firms are well placed to bid successfully for the supply of 
equipment for many of these projects, However, most of them include 
both engineering and construction work, In general, it is believed 
that success of U.S, companies in bidding on such integrated 
projects would be enhanced through cooperation with a locally 
installed firm which is familiar with local practices and conditions, 
which is in constant touch with government agencies, and which 

knows the labor market, It is therefore recommended that U.S, 
companies interested in these activities consider joint operations 
with a Moroccan partner, The U.S, Department of Commerce, in 
cooperation with the U,S, Embassy in Rabat, can assist interested 
U.S, companies to make appropriace contacts for this purpose, 
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